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SUBJ: lAPANESE AID TO INDIA; JAPANESE POSITION ON FORUM 
FOR DEBT RESCHEDULING 

REE: A. TOKYO 16380 
B. STATE 129529 

SUMMARY: JAPANESE AND INDIAN GOVTS HAVE REACHED AGREEMENT 
ON 7 BILLION YEN COMMODITY LOAN AND 12.1 BILLION YEN DEBT 
RESCHEDULING BY JAPAN TO INDIA. GOJ HOPES TO AGREE ON 1 1 
BILLION YEN FERTILIZER PLANT PROJECT LOAN SOON. GOJ HAS 
NOT YET MADE UP MIND RE EORUM FOR DEBT RESCHEDULING. 

END SUMMARY. 

1. OFFICIALS OS GOJ AND GOI EXCHANGED NOTES IN TOKYO JAN 
31 PROVIDING FOR 7 BILLION YEN (APPROX 23.6 MILLION DOLLARS 
AT 297 YEN/DOLLAR) COMMODITY LOAN AND ABOUT 12.1 BILLION 
YEN (APPROX 40.7 MILLION DOLLARS) IN DEBT REFT .IFF TO INDIA 
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ECON COOPERATION DIV), PROVIDED EOLLOWING INEO RE NEW AID: 

2. COMMODITY LOAN EULEILLS PLEDGE MADE BY GOJ AT JUNE 1974 
AID TO INDIA CONSORTIUM MEETING (REE B). LOAN, TOBE EX- 
TENDED BY JAPAN'S EXPORT IMPORT BANK, IS TIED TO PROCURE- 
MENT IN JAPAN. TERMS WILL BE 4 PERCENT INTEREST WITH RE- 
PAYMENT OVER 18 YEARS EOLLOWING 7 YEAR GRACE PERIOD. AGREED 
LIST OE COMMODITIES WHICH MAY BE PURCHASED INCLUDES STEEL, 
CHEMICALS, MACHINERY, EERTILIZER, TRUCKS, TRACTOR, AND 
POWER TILLER PARTS, RAW MATERIALS, AND QTE ROLLS UNQTE. 

3. DEBT RELIEE GRANTED IS ALONG LINES OE UNDERSTANDING 
REACHED BY AID INDIA CONSORTIUM OCT 30, 1974. AS AN EX- 
CEPTIONAL MEASURE, GOJ WILL RESCHEDULE 45 PERCENT OF DEBT 
DUE EVEN THOUGH OTHER GOVTS, INCLUDING USG, RESCHEDULE A 
SMALLER PORTION. OVER 12 BILLION YEN OWED BY GOI TO JAPAN'S 
EXPORT IMPORT BANK AND COMMERCIAL BANKS, WHICH FALLS DUE 
BETWEEN APRIL I, 1974 AND MARCH 31, 1975, WILT. BE RESCHE- 
DULED. RESCHEDULED DEBTS ARE TO BE REAPID OVER TWENTY YEAR 
PERIOD BEGINNING OCT 10, 1984, IN EORTY-ONE EQUAL SEMI- 
ANNUAL INSTALLMENTS. INTEREST RATE ON RESCHEDULED DEBTS 
WILL BE REDUCED TO 2.5 PERCENT, STARTING EROM RESPECTIVE 
ORIGINAL DUE DATES. 

4. RE PROMISED GOJ LOAN OF 1 1 BILLION YEN FOR FERTILIZER 
PLANT CONSTRUCTION (REP B), SEZAKI SAID GOJ READY TO EX- 
CHANGE NOTES ON THIS LOAN IN NEAR PUTURE, BUT ONE QUESTION 
REMAINS TO BE RESOLVED. IBRD STUDY INDICATED THAT CONSTRUC- 
TION OP ORIGINALLY PLANNED THREE EERTILIZER PLANTS IN INDIA 
MIGHT RESULT IN OVERPRODUCTION. IBRD AND GOI NOW STUDYING 
QUESTION WHETHER THREE PLANTS SHOULD BE CONSTRUCTED, OR 
WHETHER GOJ AID WHICH WOULD OTHERWISE GO TO THIRD PLANT 
SHOULD BE USED TO MAKE UP COST OVERRUNS OF FIRST TWO 
PLANTS. IN EVENT DECISION IS MADE TO PROCEED WITH THREE 
PLANTS, GOI WILL HAVE TO PIND SOURCE OTHER THAN GOJ TO 
PROVIDE ADDITIONAL NECESSARY PUNDS. 

4. RE GOJ POSITION ON PORUM POR DEBT RESCHEDULING, SEZAKI 
SAID MATTER IS STILL UNDER STUDY WITHIN GOJ. AT PRESENT, 
PONOFP VIEW IS THAT DEBT RESCHEDULING SHOULD CONTINUE TO 
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BE TOPIC FOR DISCUSSION WITHIN AID CONSORTIA. FINANCE 
MINISTRY IS MORE PAVORABLY DISPOSED TOWARD USG PROPOSAL. 
HOPEPULLY, CONCLUSION CAN BE REACHED AND GOJ POSITION 
TRANSMITTED TO USG WITHIN NEAR PUTURE. 

5. EMBASSY POUCHING EXCHANGES OP NOTES TO ADDRESSEES. 
HODGSON 
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